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IFC Investment in Pakistan 


An agreement by the International Finance Corpo- 
ration to invest US$630,000 in the Steel Corporation 
of Pakistan, Ltd., a newly organized corporation in 
Karachi, was announced on July 7. This commitment 
is IFC’s first in Asia. The controlling interest in the 
Steel Corporation is to be held by the Fancy family 
of West Pakistan, a group with wide commercial and 
industrial interests in that country. Amirali H. Fancy 
will be chairman of the enterprise. 

The company was formed to acquire an existing 
steel rerolling mill with a rated annual capacity of 
15,000 long tons of reinforcing bars and structural 
shapes. Adjacent to this mill the company will con- 
struct a new multipurpose strip and wire rod mill to 
produce baling hoops, merchant bars, wire rods, and 
finished wire products. This plant, having a rated 
capacity of 12,000 long tons a year, is expected to be 
ready for operation by May 1959. It will be the first 
domestic producer in Pakistan of baling hoops and wire 
products. The company’s output will be sold in both 
East and West Pakistan. The hoops to be produced by 
the new plant are essential to the baling for export of 
jute and cotton, Pakistan’s most important products 
and foreign exchange earners. 

The financial requirements of the new company, 
including the acquisition of the existing mill and the 
installation of the new one, will amount to the equiv- 
alent of $3,390,000, of which $840,000 will be covered 


Europe 


Renewal of European Payments Union 


The Council of the Organization for European Eco- 
nomic Cooperation (OEEC) accepted the recom- 
mendations of the Managing Board of the European 
Payments Union (EPU) and approved the prolonga- 
tion of the EPU for another year as from July 1, 1958 
The operating rules will be the same as during the year 
ended June 30, 1958. Surpluses and deficits will con- 
tinue to be settled 75 per cent in gold and 25 per cent 
in credit. All credit facilities existing in 1957-58 will 
be maintained throughout 1958-59. The rallonges (set- 
tlement facilities in addition to the “quotas”) granted 
by two creditor members, Belgium-Luxembourg and 
Switzerland, will be continued, and Germany will con- 
tinue to grant unlimited credit up to 25 per cent of its 


by short-term bank loans, $630,000 by the IFC invest- 
ment, and $1,920,000 by equity investment in the form 
of ordinary shares. 

Kloeckner Industrie Anlagen, G.M.B.H., of Duis- 
burg, Germany, suppliers of the new rolling mill and 
technical advisers to the Steel Corporation, are to 
accept partial payment for the equipment in shares of 
the company. An important part of the equity financing 
is to be accomplished through a public offering of 
shares in Pakistan, with the Fancy group taking respon- 
sibility for the underwriting. 

IFC’s investment of $630,000 will be in notes bear- 
ing interest at 7 per cent. The notes will be retired in 
ten equal semiannual installments starting in 1964, 
with the final maturity September 30, 1968. In addi- 
tion to fixed interest, IFC will receive additional con- 
tingent interest, payable in rupees, depending on the 
amount of earnings. It will also have an option to 
subscribe at par to ordinary shares of the Steel Cor- 
poration to the extent of 50 per cent of its investment. 
Negotiations for the financing were concluded between 
IFC and the Fancy group at the offices of Kloeckner in 
Duisburg, Germany. The IFC commitment is subject 
to the completion of the necessary legal formalities, 
including final authorization by the Government of 
Pakistan. 

Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., July 7, 1958. 





surpluses. A decision will be taken before August 1 
concerning the utilization by France during the second 
half of 1958 of the unutilized part of the credit facilities 
which it had been granted in January 1958; these 
facilities consisted of a rallonge of 400 million units 
(within which France could, according to the operating 
rules, settle its deficit with the EPU 75 per cent in gold 
and 25 per cent in credit) and a special credit of 
150 million units which France could use instead of 
gold in its monthly EPU settlements (see this News 
Survey, Vol. X, pp. 241 and 297). Italy undertook to 
pay 50 million units and Portugal 15 million units 
against their debts to the EPU; the proceeds from these 
repayments will be allocated to creditor countries in 
proportion to their positions. 


In the absence of an agreement on the Free Trade 
Area, Switzerland reserves the right to withdraw from 
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the EPU in 1959 if it gives such notification before 
December 1, 1958. The special termination clause of 
the EPU was retained; under this clause, the organiza- 
tion will terminate when countries representing more 
than 50 per cent of the EPU quotas have declared their 
intention of making their currencies convertible and 
their willingness to bring the European Monetary 
Agreement into operation (see this News Survey, 
Vol. VIII, pp. 57 and 389). 
Source: The Financial 
June 30, 1958. 


Times, London, 


England, 


Modification of Credit Control in United Kingdom 


The U.K. Chancellor of the Exchequer announced 
on July 3 a series of measures modifying the control of 
bank credit and permitting some limited relaxations in 
the control of borrowing, while preserving the Govern- 
ment’s objectives of maintaining the strength of sterling, 
the soundness of the U.K. international position, and 
price stability. After the end of July, the banks will not 
be asked to restrict the total of their advances to any 
given figure. For the future, the Chancellor said that 
he hopes to dispense with official requests to restrict 
total advances and to retain control over bank credit 
by normal monetary measures, reinforced by a new 
arrangement under which the Bank of England will, if 
need be, restrict the liquidity of the banking system by 
calling for special deposits. Such deposits would carry 
an interest rate based on the current Treasury Bill rate 
and would not qualify for inclusion in the banks’ liquid 
assets. When justified by special considerations, there 
would be a partial release by agreement with the Bank 
of England. The banks would continue to maintain 
their usual minimum ratios between liquid assets and 
total deposits. Calls would be made on each group of 
banks separately, the amount being related to the total 
gross deposits of each group at a specified date, with 
monthly adjustments made to take account of varia- 
tions in the deposits of each bank. The ratio of a call 
to total deposits would not necessarily be the same for 
each group. Initially, the arrangement would be with 
the London clearing and Scottish banks, but later it 
might be applied more widely, in the light of experi- 
ence. The new arrangements would be temporary, 
pending the recommendations of the Radcliffe Com- 
mittee, to which the Government is looking for advice 
about any permanent changes. They would be avail- 
able, however, if in the meantime existing monetary 
instruments should not be sufficient to secure the neces- 
sary control over the credit system. 

The Chancellor said that, in addition, he had decided 
to make adjustments in the scope of the capital issues 
control. At the same time, the Treasury has revised the 
statutory framework (Control of Borrowing Order) 
within which the Capital Issues Committee (CIC) 
operates. As a result, the CIC may now take a longer 
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view when examining proposals which come before it; 
instead of limiting its consents to proposals which are 
currently urgent, it may assent to applications that 
anticipate future needs. Also, in view of the new 
arrangements for securing the necessary control of 
bank credit, the CIC will no longer be concerned with 
the appropriateness of bank finance for capital purposes. 
The exemption limit will be restored from £10,000 to 
the former level of £50,000. Bonus issues or capital- 
ization of reserves will no longer come before the CIC, 
but where the issue of redeemable securities is con- 
cerned the consent of the Treasury will be needed. The 
amending order contains provisions to prevent the 


raising of new money outside the Control of Borrowing 
Order. 


Source: The Times, London, England, July 4, 1958. 


U.K. Gold and Dollar Reserves 


The U.K. gold and dollar reserves rose by a further 
$37 million in June, to $3,076 million, the highest level 
since September 1951. This is the ninth successive 
monthly increase. Special payments during June in- 
cluded $7.5 million on the Canadian interest-free loan, 
$6 million as the half-yearly service on ECA loans, 
$29 million to the EPU (for transactions in May), and 
about $1 million on the drawing from the IMF. A 
deficit of £25 million with the EPU in June will lead 
to a payment of $52.5 million in July. 


Source: The Times, London, England, July 3, 1958. 


Report of the Central Bank of Ireland 


In its report for the financial year 1957-58, the Cen- 
tral Bank of Ireland states that the economic achieve- 
ment of 1957 was not so much recovery, as a basis for 
recovery. The improvement in external trade was 
reached partly at the cost of a lower level of economic 
activity; but the surplus in external payments was pre- 
carious and could scarcely be maintained without 
unremitting effort. Some downward trends in imports 
were reversed recently, and there is other evidence of 
unfavorable changes. Difficulties in finding markets 
for agricultural and industrial products are likely to 
persist, and increased external competition may also 
have some unfavorable effect. Recent wage increases 
will raise costs for exports and increase domestic 
demand for imports. Commenting on the public capital 
program, the report states that public capital expendi- 
ture may be expected to fall as social needs are satis- 
fied. The building industry has already been affected 
by this tendency. If this fall in public capital expendi- 
ture were to cause serious maladjustment and if re- 
medial action were thought necessary to obviate 
hardship, capital projects of a productive character— 
such as soil improvement and improvements in live- 
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stock and agricultural services generally—should be 
sought. 


Source: The Financial 
June 27, 1958. 


Belgian Discount Rate 


The National Bank of Belgium reduced its discount 
rate (the interest rate on discounts of accepted bills 
domiciled with banks) from 4.00 per cent per annum, 
the rate in effect since June 5 (see this News Survey, 
Vol. X, p. 386), to 3.75 per cent, effective July 3. Other 
interest rates charged by the Bank were also reduced, 
as of the same day, by % percentage point, except the 
interest rate charged on advances against certificates 
with a maturity no longer than 366 days, issued either by 
the Treasury or the Fonds des Rentes; this rate remains 
unchanged at the nominal interest rate of the certificate 
plus 54, percentage point, with the minimum rate to 
be 2.25 per cent. The new reductions in the rates of 
the National Bank are in line with the movement of 
interest rates in world markets. 


Times, London, England, 


Source: La Libre Belgique, Brussels, Belgium, July 3, 
1958. 


Danish Investment 


The total cost of investment projects that have been 
drawn up for Denmark’s power industries and railways 
is estimated at about DKr 500 million. In commenting 
upon the plans, the Danish Minister of Economy stated 
that the country’s foreign debts have been reduced in 
the last ten years at a rate of DKr 100 million or more 
per annum, leaving a sufficient margin for new foreign 
loans to finance investment. He added that a long-term 
loan would help to avoid putting too great a strain 
upon the balance of payments during the actual period 
of the investment. The remainder of the Danish drawing 
in June 1957 from the International Monetary Fund 
is expected to be repaid shortly, as the foreign exchange 
position has improved appreciably. At the middle of 
June 1958, net foreign exchange holdings of the National 
Bank and commercial banks combined amounted to 
DKr 727 million, including the DKr 165 million stil! 
outstanding from the Fund drawing. Since the net 
foreign exchange position at the end of June 1957 had 
shown a debit of DKr 282 million, the actual improve- 
ment during the year amounted to DKr 844 million 
Source: Neue Ziircher Zeitung, Zirich, Switzerland, 

June 21, 1958. 


Textile Consumption in Sweden 


Consumption of textiles in Sweden, which has been 
very low in the past few years, is likely to be 25 per cent 
greater in 1965 than it was in 1955, provided personal 
incomes continue to increase, according to a survey by 
the Swedish Industrial Research Institute. Textile prices 
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are expected to rise more slowly than other commodity 
prices. However, the share of clothing in total purchases 
is likely to remain unchanged at 12 per cent. 

Considerable shifts in consumption among different 
groups and in the qualities of textiles required are to 
be expected. The proportion of industrial products will 
increase and artificial fibers with improved properties 
will grow in popularity. The consumption of ready- 
made garments is likely to rise by 40 per cent and that 
of knitwear by 25 per cent. Homemade textiles and 
handicraft products, on the other hand, are expected to 
decrease by 10 per cent, and consumption of textiles 
for interior decoration to rise somewhat faster than 
the average for over-all textile consumption. 

Sweden’s textile consumption at present amounts to 
close to 11 kilograms per capita of population. Over 
the past 25 years, the consumption of ready-made gar- 
ments has increased more than threefold, while the 
consumption of other textile goods has risen consid- 
erably less. 


Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, June 11, 1958. 


Reduction of German Discount Rate 


At its meeting on June 26, the Central Bank Council 
of the Deutsche Bundesbank decided to lower the 
Bank’s discount rate from 32 per cent to 3 per cent, 
effective June 27, 1958. This is the fifth successive 
reduction of the rate since the autumn of 1956. Com- 
ments in the German press indicate that such a step 
had been widely anticipated. The principal motive for 
the reduction is believed to be the desire to adjust the 
domestic interest rate structure to that prevailing in 
other countries, rather than the stimulation of credit 
expansion and greater investment activity. However, 
the measure is expected to stimulate further investment 
in securities, and it is hoped that both deposit and 
lending rates of commercial and savings banks will be 
adjusted accordingly. The reduction coincides with the 
abolition of the liberalized capital accounts (see this 
News Survey, Vol. Xl, p. 4) and is thus expected to 
provide for greater movement of capital. The relatively 
low discount rate of 3 per cent may discourage the 
inflow of foreign short-term funds; on the other hand, 
it may encourage the investment of German funds 
abroad 
Sources: Deutsche Bundesbank, Ausziige aus Presse- 
artikeln, Frankfurt am Main, Germany, 
June 25, 1958; Handelsblatt, Diisseldorf, 
Germany, June 30, 1958; Deutsche Zeitung 
und Wirtschafts-Zeitung, Stuttgart, Germany, 
July 2, 1958 


Interest Rates in West Germany 


In a discussion of the movement of interest rates in 
West Germany, the May report of the Deutsche Bundes- 
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bank points out that large first-class building mortgages 
can hardly be placed on the market any longer at 
interest rates exceeding 7 per cent. Savings banks and 
other financial institutions are currently readjusting 
their conditions for extending loans by changing from 
a 7% per cent nominal interest rate to one of 7 per 
cent. The tendency for interest rates to decline is said 
to be going on also in relation to short-term credits. 
Under the pressure of increasing liquidity, and in the 
face of a slackening demand for credit, the commercial 
banks have, of late, tended more and more to agree to 
rates which are considerably below the official maximum 
rates. On the other hand, rates on deposits have so far 
remained unchanged at their maximum level, which 
means that the banks’ interest margin has decreased. 
The time seems to have come, the report says, for a 
downward adjustment of deposit rates. 

Short-term loans by the banks have fallen consider- 
ably, while medium-term and long-term loans and 
investments in securities have continued to expand. 
Short-term loans granted to business enterprises and 
private borrowers fell by DM 434 million during April; 
and in the first four months of this year, such loans 
declined by DM 515 million, in contrast to an increase 
of DM 250 million in the same period last year. The 
main reasons for the current decline in short-term 
credits are the easing of the expansive cyclical forces 
in the economy, the gradual disappearance of cash 
surpluses that affect the internal economy, and, above 
all, the greater supply of long-term funds. On the 
other hand, medium-term and long-term credits grew 
by a further DM 730 million during April, so that the 
increase for the first four months of the year was 
DM 2.96 billion, compared with an increase of DM 1.65 
billion in the corresponding period of 1957. This expan- 
sion in medium-term and long-term credits is closely 
connected with the decline in short-term credits. The 
report points out that the economy’s capacity to cover 
credit requirements has been improved not only in the 
security market; the ability of the banking system to 
grant credits has been increased by a considerable 
expansion in the formation of money capital. Security 
holdings of the banks rose in April by DM 640 million 
—a rise greater than that in any other month since 
the currency reform. 

Source: Deutsche Bundesbank, Monatsberichte, Frank- 
furt am Main, Germany, May 1958. 


Middle East 


Egypt's Foreign Exchange Budget 

Egypt's foreign exchange budget for visible imports 
during the second half of 1958 has been set at LE 100 
million, of which LE 80.5 million is to be made avail- 
able immediately; the remainder will become available 
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if the cotton export situation should improve. The 
amount available immediately has been allocated as 
follows: LE 52 million for the private sector and the 
Economic Organization, LE 11.5 million for essential 
imports by the Ministry of Supply, and LE 17 million 
for other government departments. Of the total budg- 
eted, LE 28 million has been allocated for payments 
in free foreign exchange or through “export pound” 
accounts, and the remainder for payments in Egyptian 
pounds through bilateral agreement accounts. An addi- 
tional LE 1 million will be provided for transit trade. 
The exchange budget for the first half of 1958 had 
envisaged imports of LE 90 million, with LE 67.4 
million allocated for the private sector and the Economic 
Organization, LE 10.3 million for the Ministry of 
Supply, and LE 12.3 million for other government 
agencies. Allocations in foreign exchange or “export 
pounds” had been budgeted at LE 40 million and allo- 
cations under bilateral agreements at LE 50 million. 


Source: Al Ahram, Cairo, Egypt, June 28, 1958. 


Report of Currency Board of the Sudan 


The first annual report of the Sudan Currency Board 
shows that currency issued by the Board as of the end 
of 1957 amounted to LSd 24.3 million, of which LSd 6.3 
million was held by the banks and LSd 18.0 million was 
in active circulation. The currency cover consisted 
primarily of LSd 12.1 million of nontransferable Sudan 
Treasury bills, LSd 5.2 million of U.K. Treasury bills, 
and LSd 6.9 million of U.K. securities. 

During the period covered by the report, Egyptian 
notes and coins totaling LE 23.8 million were exchanged 
for an equal amount of the new Sudanese currency. 
With the redemption of an additional LSd 1 million in 
British and Egyptian coins, the exchange of notes and 
coins was due to be completed by June 30, 1958. 
Source: First Report of the Sudan Currency Board 

(for the period ended December 31, 1957), 
Khartoum, Sudan, March 1958. 


Agricultural Production in Syria 


The latest estimate of Syria’s cotton crop in the 
1957-58 season indicates a record output of 107,200 
tons of cotton lint; production in 1956-57 was 92,800 
tons, and the annual average for the three preceding 
years was 70,700 tons. The area under cotton in 
1957-58 was 258,300 hectares, compared with 272,200 
in 1956-57 and an annual average of 182,700 during 
the three preceding years (1 hectare=2.471 acres). 
Thus, while the area planted to cotton was 5.1 per cent 
less than in 1956-57, the output increased by 15.5 per 
cent. Yields rose from 340 kilograms per hectare in 
1956-57 to 415 kilograms per hectare in 1957-58. Pro- 
duction of other crops is expected to be much less than 
last year and considerably below the 1952-56 average. 
Compared with 1956-57, production of wheat may fall 
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by about 50 per cent, barley by about 70 per cent, and 

other cereals by about 25 per cent; the decrease in pro- 

duction of dairy and poultry products, however, may 

be negligible. 

Source: Bureau des Documentations Syriennes et 
Arabes, Etude Mensuelle sur Economie et le 
Marché Syriens, Damascus, Syria, May 25, 
1958. 


Far East 
Banking in India in 1957 


The Report on the Trend and Progress of Banking 
in India, 1957, of the Reserve Bank of India, shows 
that the increase in aggregate demand arising from the 
growth of money income exceeded the increase in real 
national income. This resulted in a rise of prices which 
affected certain sectors in particular. Foodgrains were 
the outstanding example of such strain: between De- 
cember 1956 and August 1957, food prices increased 
by 10 per cent. 

The impact of the steep rise in investment affected 
acutely another sensitive point in the economy—external 
payments, which showed an exceptionally large deficit. 
Heavier imports and the high level of private investment 
caused bank credit to expand to a record figure in the 
early months of the year. 

The report describes the corrective measures of the 
Government and the Reserve Bank to bring about an 
improvement in the economic situation, which early in 
1957 was marked by an intensification of the stresses 
and strains that had emerged in 1956. 

In banking, the exceptionally large expansion of 
deposits in 1957 is described as the most striking feature 
of the year. Net deposits of scheduled banks rose by 
Rs 2.45 billion (23.3 per cent), against Rs 0.77 billion 
(7.9 per cent) in 1956. Important factors responsible 
for the increase were the placement by U.S. authorities 
in India of funds representing the initial payment by 
the Government of India for foodgrains made available 
by the United States under Public Law 480 and the 
tight import restrictions that may have induced business 
concerns and other bodies to place their reserve and 
other surplus funds temporarily in time deposits. Long- 
term factors accounting for the expansion may have 
been the further hardening in 1957 of interest rates on 
fixed and savings deposits, which may have induced a 
switch from current to time deposit accounts and pos- 
sibly also from nonbanking to banking accounts. In 
addition, there is reason to believe that some portion 
of the generated money incomes in the last year or two 
must have gone into bank accounts, albeit with some 
delay, while the expansion of branches of banks, notably 
of the State Bank of India, also contributed to the 
increase of deposits. 
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Although scheduled bank credit increased by only 
Rs 0.75 billion in 1957, against Rs 1.51 billion in 1956, 
the increase in the first half of the year was as much as 
Rs 1.35 billion. This increase was, in fact, greater than 
in the corresponding period of the previous year and, 
though seasonal in character, was of significance in that 
the demand in the busy season of 1956-57 was itself 
superimposed on a high level of bank credit. Substan- 
tial as this increase was, the rise in credit against certain 
commodities like paddy and rice, wheat, gram, and 
sugar was of particular concern. Speculative holding 
of some of these commodities financed by bank credit 
was tending to aggravate inflationary pressures and, 
in order to stem them, the Reserve Bank took various 
measures to control credit. These measures and the 
delayed onset of the busy season of 1957-58, accom- 
panied by a sharp reduction in the volume of imports, 
resulted in advances at the end of December 1957 
(Rs 8.20 billion) being barely 10 per cent higher than 
at the end of 1956, whereas in the preceding year the 
increase had been a little over 25 per cent. The slower 
growth of advances relative to the expansion in deposits 
enabled banks to increase their investment portfolios 
by as much as Rs 0.89 billion; most of the increase was 
accounted for by Indian banks. 

Surveying briefly the immediate prospects for the 
banking system, the report remarks that, while the 
growth of deposits during 1957 provided a breathing 
period for banks, the ability of banks to keep pace with 
the expanding economy would depend on an intensive 
effort to spread the banking habit and attract further 
deposits in centers where bank branches are already 
established or where banking is either comparatively 
undeveloped or not developed at all. The report empha- 
sizes that the use of the interest rate by banks as a 
means to increase deposits would call for considerable 
caution. 


Source: The Times of India, Bombay, India, June 20, 
1958. 


Nepal's Policy fo Attract Foreign Capital 

The Government of Nepal has announced i policy 
intended to attract foreign capital for productive invest- 
ment. Under the policy, funds will be especially wel- 
comed for railway development and power generation 
projects, but no foreign capital will be allowed for the 
production of arms. 


Facilities for the remittance of 
profits and the repatriation of capital are authorized. 


Source: The Times, London, England, June 11, 1958. 


Ceylon’s Policy on Foreign Investments 


The Government of Ceylon has announced that any 
new private foreign investment in Ceylon will not be 
nationalized for the next ten years. It also has given 
assurance that foreign private enterprise will be per- 
mitted to repatriate capital and to remit dividends (see 
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this News Survey, Vol. X, p. 284). Foreign private 
investment will be approved (1) where an enterprise 
financed with domestic capital has not already been 
effectively established or is not likely to be established 
in the near future, (2) when there is collaboration with 
local private enterprise, but with the understanding that 
such collaboration can be terminated if local enterprise 
fails to function effectively or if foreign enterprise 
undertakes the manufacture of products for export 
under a trade name that is widely used, or (3) if manu- 
facturing activity is to be increased so that ultimately 
imports will be eliminated to the extent that is prac- 
ticable. 

Foreign investment approved by the Government will 
be granted the same concessions in regard to taxes, 
tariffs, and depreciation allowances that are granted to 
domestic private enterprise. 

Sources: The Times, London, England, May 22, 1958; 
The Times of India, Bombay, India, May 23, 
1958. 


New Bank for Taiwan 


The Chinese Government in Taiwan has approved 
a plan for overseas Chinese to establish a bank in 
Taiwan to promote foreign trade and encourage invest- 
ment from overseas. The Government has stipulated 
that 70 per cent of the proposed capital of NT$200 
million must be subscribed by overseas Chinese. 

The banking system of Taiwan at present consists 
principally of six provincial banks: the Bank of Taiwan, 
which functions as a central bank; two specialized 
banks (the Land Bank of Taiwan and the Cooperative 
Bank of Taiwan); and three commercial banks. The 
national banks from Mainland China maintain head 
offices in Taiwan but do not engage in any banking 
business there. The Central Trust of China acts prin- 
cipally as fiscal agent for the Government. 

Source: Chinese News Service, Press Release, New 
York, N.Y., June 10, 1958. 


Canada 


Canadian Balance of Payments 


Canada’s deficit in commodity trade was reduced to 
$70 million in the first quarter of 1958, from $230 
million in the same period of 1957, as imports fell more 
than exports. But lower receipts from transactions in 
invisibles, with expenditures continuing to be about the 
same as last year, resulted in an increase in the deficit 
on these accounts to $220 million, from $190 million 
in the first three months of 1957. Factors contributing 
to the lower receipts from invisibles were a sharp 
decline in receipts of immigrants’ funds—as immigra- 
tion was 65 per cent (40,000 persons) below that in 
the first quarter of 1957—and a further reduction in 


U.S. defense expenditures in Canada. Some extraor- 
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dinary payments of a nonrecurring nature were made 

by the Canadian Government. Deficits on income and 

travel accounts, freight, and shipping, which continued 
to be the major part of the imbalance on account of 
invisibles, remained about the same as a year earlier. 

Direct investment, portfolio security transactions, and 
official loans resulted in a long-term capital inflow of 
$210 million. This is about the same as the inflow in 
the final quarter of last year; in the first quarter of 

1957, the inflow was $320 million. The capital inflow 

for direct investment in foreign-controlled enterprises 

in Canada was sharply below that in the fourth quarter, 
but only about $20 million less than in the first quarter, 
of 1957. The percentage decline from the fourth quar- 
ter was about the same for the net movements from 
the United States, the United Kingdom, and other over- 
seas countries. Funds for manufacturing industries 
decreased sharply, while those for the petroleum indus- 
try and mining continued high. The net inflow from 
transactions in Canadian and foreign portfolio secu- 
rities was $150 million, about three times the amount 
in the last quarter of 1957 but considerably less than in 

the first quarter (see this News Survey, Vol. X, p. 391). 

An official credit was extended to the Government of 

India to purchase Canadian wheat. This is the first 

time since 1950 that a credit of this sort has appeared 

in the balance of payments. Official holdings of gold 
and foreign exchange were increased by $40 million 
during the quarter, mostly because of day-to-day inter- 
vention of the Canadian Exchange Fund to stabilize the 
value of the Canadian dollar in foreign markets. The 
capital inflow from other, mainly short-term, sources 
amounted to $140 million. Since there was an inflow 
of almost the same amount in the first quarter of last 

year and of a higher amount in the same period of 1956, 

seasonal factors seem to be responsible, to some extent, 

for this movement. 

Source: Dominion Bureau of Statistics, Quarterly Esti- 
mates of the Canadian Balance of Interna- 
tional Payments, First Quarter 1958, Ottawa, 
Canada. 


Canadian Budget for 1958-59 


The effects of the current business recession in Canada 
are reflected in reduced revenue and increased expendi- 
ture for the fiscal year beginning April 1, 1958. The 
first full year’s budget of the new Progressive Conserva- 
tive Government estimates a reduction of 8 per cent in 
revenue, from $5,047 million in the last fiscal year to 
$4,652 million in the current fiscal year; expenditures 
are expected to increase by 4 per cent, from $5,086 
million to $5,300 million. Thus, the deficit is estimated 
at $648 million, compared with a deficit of $39 million 
last year. In presenting the budget, however, the Min- 
ister of Finance pointed to hopeful signs that Canada 
has reached the end of the recent economic decline. 
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The revenue estimates are based on the expectation 
that gross national product for the calendar year 1958 
will reach $32 billion, an increase of 2 per cent over 
the 1957 figure. This outlook assumes normal crops 
and stable prices. Personal income will be a little 
higher than last year, but tax reductions of $178 million 
granted in December 1957 will cause the yield in the 
new fiscal year to fall by about $130 million, or 9 per 
cent below last year. Corporate profits in the calendar 
year 1957 were about 11 per cent less than in the 
preceding year; on this basis, corporate tax receipts in 
the new fiscal year are expected to be about 17 per cent 
less than in the year just completed. Sales and excise 
taxes are expected to provide about the same revenue 
as last year. The new budget provides only minimum 
tax rate reductions, amounting to $8 million in the 
current year. Estimated budgetary expenditures provide 
for a decline in defense spending but increases in pay- 
ments to provinces and various institutional and social 
services and in general government expenditures. In 
addition to the budgetary deficit of $648 million, the 
Government would borrow about $775 million for 
extrabudgetary purposes, net of receipts. These funds 
would be used principally for making loans and advances 
on housing and on the St. Lawrence Seaway and the 
Ontario Pipeline, and to the Canadian National Railways 
and other crown agencies. 

In the budget message, the Government proposed an 
increase of 25 per cent in subsidy payments to gold 
producers. The increase would apply to the three cal- 
endar years 1958-60 and would raise the subsidy to 
about $12 million annually. The Government also 
proposed various tariff increases and the rescinding of 
the special 20 per cent excise tax enacted January 1957 
on Canadian advertising revenue of foreign magazines 
sold in Canada. Most of the tariff changes are intended 
to simplify and modernize tariff schedules by protecting 
many industries that have begun manufacturing new 
products since 1952. A change in the valuation basis 
of imports also will give the Government new power to 
prevent the dumping of goods that are a threat to 
Canadian industry, primarily from high-cost countries, 
such as the United States. 

The change of government finances toward a deficit 
has already been reflected in increased borrowing from 
the banking system, indirect as well as direct. On 
June 4, holdings of government securities by the banking 
system were nearly $700 million more than at the 
beginning of the year, while holdings by government 
accounts—chiefly the Unemployment Insurance Fund 
—were $220 million less. Holdings of marketable gov- 
ernment issues by the general public increased by only 
$30 million during this period. 


Sources: Winnipeg Free Press, Winnipeg, Canada, 


June 18, 1958; The Financial Post, Toronto, 
Canada, June 21, 1958. 


Latin America 


Economic Developments in Brazil 


The economic situation in Brazil was aggravated 
during the first quarter of 1958 by the pronounced 
inflationary pressures, originating in the growing fiscal 
deficit, and by the sharp deterioration of the country’s 
export position. 

The sharp depreciation of the cruzeiro in the auction 
market is evidenced by the 70 per cent rise in the 
average dollar rates in that market during the first four 
months of the year. The amount of exchange sold was 
only 20 per cent less than in the comparable period in 
1957, which is indicative of the greater rate of inflation 
and of the worsened balance of payments outlook early 
in 1958. 

As usual during the early months of the year, there 
was a contraction in the first quarter of net lending by 
the central monetary authorities to all economic sectors, 
except banks; the decrease amounted to Cr$7.3 billion, 
compared with Cr$1.5 billion during the first quarter 
of 1957. This was the combined result of a reduction 
in the Treasury's indebtedness, the contractive effect of 
foreign exchange transactions, and an expansion of 
lending by the Bank of Brazil to the public and to 
official entities. However, the contraction of approxi- 
mately Cr$7 billion was ‘offset entirely by the with- 
drawal by commercial banks of a similar amount of 
deposits previously held with the central monetary 
authorities. The monetary issue of Cr$96.6 billion at 
the end of March was approximately the same as at the 
end of December 1957. 

By drawing down their excess liquidity, the commer- 
cial banks were able to increase their financial assistance 
to the private and public sectors by Cr$17 billion. 
Approximately Cr$8 billion represented an expansion 
of loans to businesses and individuals, from Cr$162.7 
billion in December 1957 to Cr$170.8 billion in 
March 1958. This rate of expansion of approximately 
5 per cent compares with a growth of 3.4 per cent 
during the first quarter of 1957. Financial assistance 
to the Treasury increased by Cr$9 billion, compared 
with Cr$4.5 billion in the first quarter of 1957; it was 
mostly in the form of investments in treasury bills, which 
rose from Cr$1.5 billion in December 1957 to Cr$10.3 
billion in March 1958. 

Primarily because of the expansion of loans by com- 
mercial banks, the money supply increased during the 
first quarter of 1958 by Cr$12 billion, or 4 per cent, 
to a total of Cr$303 billion; during the comparable 
period in 1957, a year characterized by a sharp rate 
of inflation, the rise was 3 per cent. 

The rate of increase in domestic prices is indicated 
by the 6.4 per cent increase in the cost of living index, 
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compared with an increase of 4.7 per cent in the same 
period of 1957. 


Source: Desenvolvimento & Conjuntura, Rio de Ja- 
neiro, Brazil, May 1958. 


Uruguayan Imports Under the New Control Regime 


The exchange control policies introduced in Uruguay 
in October 1957 (see this News Survey, Vol. X, pp. 159 
and 271) have been extended to September 30, 1958. 
Under these policies, exchange made available for 
imports is held to a bare minimum. 

The amount of exchange allotted for the payment of 
imports during the seven-month period October 1957- 
April 1958 was only $72.5 million, compared with 
actual imports of $118 million and $138 million during 
the comparable periods of 1956 and 1957, respectively. 
The cut was least severe for raw materials, fuel, and 
government imports; these imports, combined, absorbed 
85 per cent of total exchange allotments. The amounts 
of exchange distributed to importers of other goods, 
particularly consumer goods, were in some cases almost 
negligible. 

Countries trading with Uruguay are classified in two 
groups: Group A, which includes countries, mostly in 
Eastern Europe and South America, with which Uru- 
guay has bilateral agreements, and Group B, the free 
currency area, which includes the United States and a 
number of European and Asian countries. About 57.5 
per cent of the exchange made available during 
October 1957-April 1958 was for imports from Group 
A countries, and there has been a tendency for this 
percentage to increase. Some countries that are tradi- 
tional exporters to Uruguay, such as France, Italy, and 
Switzerland, improved or maintained their positions, 
while others, such as Sweden, Belgium, and the United 
Kingdom, practically disappeared as major suppliers. 
Source: El Pais, Montevideo, Uruguay, June 22, 1958. 


Other Countries 


Export Credit Insurance in South Africa 


A corporation has been founded in the Union of 
South Africa which will insure exporters against losses 
arising from their transactions. The insurance also 
covers political and transfer risks, which will be rein- 
sured by the Government. The corporation has a capital 
of £250,000 and is sponsored by a group of leading 
South African insurance houses, banks, and financial 
institutions. Contributions to the share capital have 
also been made by investment groups in the Federal 
Republic of Germany, Sweden, and Switzerland. The 
system to be followed by the new corporation is based 
upon that of a private Dutch credit insurer. 

Source: The Times, London, England, June 26, 1958. 


INTERNATIONAL FINANCIAL News Survey, July 1], 1958 


Money Market in Federation of Nigeria 


Two British banks have declared themselves prepared 
to subscribe, up to the total amount of £1.1 million, to 
issues of 90-day Nigeria Federal Treasury Bills and to 
Nigeria Federal public issues of maturities up to five 
and ten years. The loans are intended to help the 
new Central Bank of Nigeria (see this News Survey, 
Vol. X, p. 352) with its plans to establish a money 
market in the Federation and to encourage African 
interests to participate in such a market. 


Source: West Africa, London, England, June 7, 1958. 


Jamaican Loan 


On July 3, the Jamaican Government offered for 
subscription on the London market £4 million of 6 per 
cent bonds at 9612, maturing in 1977-82; the running 
yield is £6 4s. 4d. per £100, and the yield to latest 
redemption is £6 5s. 9d. per £100. The proceeds of the 
loan will be used to finance development works, includ- 
ing irrigation, airport development, and harbor and 
railway improvements. 
Source: The Financial 

July 1, 1958. 


Times, London, England, 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, July 1958, shows that in 
April the Union of South Africa purchased US$5 mil- 
lion from the Fund. Thus, the $25 million that the 
Fund had agreed to sell to the South African Govern- 
ment has been fully utilized; $20 million was purchased 
in March (see this News Survey, Vol. X, pp. 297 and 
384). Under the stand-by arrangement agreed with 
the Fund, the Union is authorized to draw an additional 
$25 million during the period April 1958-April 1959. 

The stand-by arrangement for $7.5 million with 
Nicaragua, which had been agreed in October 1957, 
expired in April 1958. A purchase of $3.75 million 
made in October 1957 under this arrangement was 
repurchased in March. 
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